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THE STANDING COMMITTEE ON HUMAN 
RESOURCES DEVELOPMENT AND THE STATUS OF 
PERSONS WITH DISABILITIES 


has the honour to present its 
THIRD REPORT 


Pursuant to Standing Order 108(2), the Standing Committee on Human Resources 
Development and the Status of Persons with Disabilities undertook a study on Grants and 
Contributions of the Department of Human Resources Development. After hearing 
evidence, the Committee has agreed to report to the House as follows: 
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I. INTRODUCTION 


The Committee commenced its hearings on Human Resources Development 
Canada’s (HRDC) 1999 internal audit report on grants and contributions with the 
appearance of the Minister of Human Resources Development on 10 February 2000. 
This audit uncovered shortcomings in the administrative management of discretionary 
spending delivered under several program areas spanning the period from April 1997 to 
June 1999. The Committee’s terms of reference were to “study and report to the House 
no later than 1 June 2000 [on] grants and contributions by the Department of Human 
Resources Development, providing that an interim report be tabled by 15 April 2000.” Our 
interim report provided details on the audit results, the Action Plan to address HRDC’s 
administrative problems and raised a series of questions around which our final report is 
based. The Committee commends HRDC for developing and commencing the 
implementation of its six-point Action Plan. 


Members of the Committee commend the hard work and dedication exhibited by 
HRDC frontline workers, who, for some time now, have had to deal with extremely difficult 
conditions. The Committee is convinced that a number of factors have contributed to 
these circumstances including, for example, a substantial and seemingly incongruous 
departmental restructuring, new modes of service delivery, insufficient resources and the 
absence of a senior managerial commitment to sound project management and clear 
direction. These circumstances contributed to a situation where the primary focus became 
the delivery of funds, while the importance of sound file management slipped away. 


Our hearings have covered a range of topics, some of which extend beyond 
HRDC.' Since tabling our interim report in April, the Committee has examined issues 
pertaining to the role of senior and financial managers, program officers, Members of 
Parliament and other interested parties in the selection of projects funded by grants and 
contributions. We have examined how other grant dispensing organizations deal with 
administration and accountability. We have examined the role of third-party assessments 
and some of the electronic tools that are being used throughout the country by various 
organizations to administer their funds. Representatives from the voluntary sector told us 
that the real crisis was the retrenchment of HRDC funding and a preoccupation with file 
data instead of performance-based results. 


It is the Committee’s view that Canadians want grants and contributions to be 
properly dispensed and to achieve the objectives for which these funds are intended. 
They want government to find a better balance between serving those who are supposed 
to benefit from this spending and the need for proper accountability. The 


: See Appendix A for a list of meetings and witnesses. 


endations in this report represent the Committee’s contribution to finding this 


recomm 
Canadians’ confidence in these programs. 


balance and to re-establishing 


ll. PROJECT MANAGEMENT AND ADMINISTRATION 


A. Ensuring Sound Financial Management of HRDC Grant and Contribution 
Programs 


One of the keys to sound financial management is to ensure that the appropriate 
financial management personnel are in place and equipped with the resources to do their 
jobs. The 1999 internal audit bluntly concluded that “controls can be more effective”.? The 
failure to maintain financial monitoring, however, uncovered an extremely serious 
situation: eight out of ten files did not show evidence of financial monitoring and that when 
conducted, financial monitoring could not demonstrate that monies were used for their 
intended purpose. 


Given the potential erosion of public confidence in the financial management of 
HRDC's grant and contribution programs, the Committee believes that greater 
transparency and information will help to rebuild that confidence. 


During our hearings, the Committee heard from the Auditor General and the 
Canadian Comprehensive Auditing Foundation — La Fondation canadienne pour la 
vérification intégrée (CCAF-FCVI) about the need for modern comptrollership. The 
Treasury Board expressed its commitment to ensure that departments have sound 
financial management practices in place. The Association of Public Service Financial 
Administrators (APSFA) presented a brief and documentation indicating that many public 
service positions of a financial nature have been cut and that others have been filled by 
incumbents who do not meet the selection standards for the Financial Management 
Group established by the Public Service Commission. This has resulted in a dilution of 
their professionalism and cast some doubt about whether the government in general, and 
HRDC in particular, has the professional resources to manage its financial operations, 
specifically HRDC's grant and contribution programs. The Committee also finds that it is 
good practice and a prudent use of resources to have financial managers involved in the 
programs and in project management from the time when a program is being developed. 


The 1999 internal audit report also cited HRDC staff reductions as jeopardizing a 
key practice for ensuring financial integrity, namely a segregation of duties. Normally, a 
project officer who initiates a payment should not approve the same payment. The 
internal audit found that staff reductions resulted in “many project officers handling and 


‘ HRDC, Internal Audit Bureau, Final Report: Review of Program Integrity/Grants and Contributions, January 


2000, p. 2. 


cation to termination with little or no 


| ibuti ject from appli 
controlling a grant or contribution project pp s 


involvement from managers or fellow project officers. 


In its Action Plan to address the need for greater financial supervision of grants 
and contributions, HRDC promised to conduct an inventory of all existing departmental 
tools, to analyze the gaps and to develop standardized generic tools. The Action Plan 
also committed HRDC to put in place a new financial system by April 2000. By 1 October, 
the Department proposed to have a plan so that in three years it will have a system that 
tracks the performance history of project sponsors and to integrate financial systems with 
program administration systems.’ This is further discussed in the next section. 


In the Committee's view, action to put in place adequate tools is long overdue. Our 
witnesses from other granting bodies and foundations, as well as research grant 
administrators and experts, told us that while HRDC's problem is far from unique, the 
Department has been slow in responding to the need for better tracking and monitoring 
systems. They also told us that the information required for financial tracking and 
monitoring can be used for outcome research and evaluation. An integrated information 
system could mean that with standardized common data elements, applicants are spared 
filling out the same forms many times and funders of all types (not just HRDC) can find 
out where their money is going. Some of this information could be made available to the 
public so that greater transparency would result. 


This Committee is also aware that there may be elements of financial 
administration that require further study and recommendations and we would hope that 
the Auditor General can address these in his audit of HRDC's grants and contributions 
that will be made public this autumn. 


We recommend that: 


1. The Performance Report of the Department of Human Resources 
Development should provide detailed annual information to 
Parliament and the public about how the commitments in 
Strengthening Grants and Contributions at HRDC have ensured that 


payments to recipients of grants and contributions meet financial and 
program requirements. 


2. HRDC should ensure that it has the necessary expertise to administer 
grant and contribution programs and that the department allocates 
more resources to hiring and training financial administrators with 
appropriate educational and professional qualifications. 


RS CR EE 
Ibid., p. 10. 


4 Fs 
HRDC, Strengthening Grants and Contributions at HRDC: Action Plan, February 2000, p. 18-19 


3. HRDC should better integrate financial managers into its program 
design and delivery operations. To ensure that program managers 
adhere to proper financial standards and procedures, greater 
oversight must be part of the changing role of the financial 
community if HRDC is to achieve higher levels of prudence and 


probity. 


4. The forthcoming Auditor General’s report on HRDC grants and 
contributions should provide guidance on ways to balance efficiency 
and flexibility in terms of program delivery and the need for sound 
financial management. 


B. Maintaining Better Records and Ensuring Corporate Memory 


Better tracking and integrated information systems could go a long way to meet 
the difficulties in record-keeping that the Information Commissioner of Canada outlined 
when he appeared before this Committee. Incomplete records have unquestionably 
played a part in the sloppy administration of the department's grant and contribution 
programs. Again, evidence from organizations outside the federal government led us to 
the conclusion that the technology to keep adequate records not only exists, it has been 
used elsewhere and it has proven effective. HRDC must also deal with the challenge of 
reconciling systems that are both financially accountable in a transparent way and of 
respecting the privacy rights of its clients. 


Corporate memory, however, is another side of the question of understanding and 
evaluating the records that exist. Throughout our hearings, this Committee constantly 
heard from senior managers (former and current) of HRDC that they had been unaware 
of certain past activities or actions. This not only impeded our study but also made it clear 
to us that the corporate memory of HRDC has not been adequately protected and used in 
a way that would have minimized the grants and contributions issue, or even prevent it 
from reaching such large proportions. 


We recommend that: 


5. HRDC should give a higher priority to the Department's three-year 
plan to develop a system that tracks the performance history of 
project sponsors and a system that integrates the Department’s 
financial and administrative systems. The plan should be put in place 
sooner than the three years promised in the Action Plan. 


6. To promote transparency, HRDC should ensure that it has an 
information system accessible to the public on the departmental Web 
site that provides details about individual grant and contribution 
programs. 


HRDC should commission an evaluation of its managerial staffing 
practices, by a private sector management consulting firm, with a 
view to improving and supporting managerial continuity and stability 
in National Headquarters and regional offices throughout the country. 


lll. PROJECT SELECTION AND DELIVERY 


A. Providing Resources for Staffing and Training 


Throughout our hearings, many witnesses cited insufficient staff as a factor in 
HRDC’s administrative shortcomings. We were told that Program Review contributed to a 
situation where HRDC employees were forced to cut corners. Management's 
preoccupation was ‘to get the money out’ and, as a result, project officers ended up 
undermanaging their files. Cutbacks in staff left project sponsors uncertain about the 
status of their projects. A senior officer of a national non-governmental organization, 
Ms. Diane Richler, stated that: 


Sometimes that would mean we sent in an application and it wasn’t clear who got it or 
whose desk it was on or where it was sitting. We wouldn’t hear back. We wouldn't 
know if something had been approved or it hadn’t been approved. On occasion, we’ve 
actually received a cheque before we received notice that the projects were funded. In 
other times, we would send in a project proposal and we would never hear whether in 


fact it had been considered or not.° 


We recognize the importance of well-trained staff, but as our interim report noted, 
training is not a panacea. Newly acquired skills undoubtedly help workers to become 
more productive. However, if there are not enough employees to do the job properly, the 
job will not be properly done. Many witnesses suggested that HRDC should bolster the 
number of employees involved in project administration and financial management. The 
Committee believes that adequate staffing is critical to success in restoring good 
administration in HRDC. The 1999 internal audit report recommended that HRDC review 
the required competencies and current levels of staff training. HRDC has indicated that it 
is committed to ensuring that it has the right number of trained employees in place to 
manage grants and contributions better. 


However, the Committee is not convinced that staffing issues have received the 
attention they warrant. While the Action Plan identifies several measures to upgrade and 
augment staff responsible for administering grants and contributions, it is unclear from 
HRDC’s main estimates for 2000-01 or the first Progress Report on the Action Plan that it 
has secured the necessary resources to fund the human resource-related actions 
required for good administration. 


: Standing Committee on Human Resources Development and the Status of Persons with Disabilities (hereafter 


HRDP), Evidence, Meeting No. 32 (11:30), 16 May 2000. 


We recommend that: 


8. HRDC should treat staffing needs, including training, as one of dy 
highest priorities to enhance administration of grants an 
contributions. Moreover, the acquisition of additional financial 
resources to meet these needs should be identified immediately and 
secured from HRDC’s existing budget, and recouped through 


supplementary estimates. 


9. HRDC should provide the necessary training to project officers to 
permit them to educate and assist third-party project sponsors in 
terms of departmental expectations, and program rules and 


guidelines. 


B. Applying Eligibility Criteria Consistently and Transparently 


Openness and fairness in the application of program criteria are essential to proper 
program administration. All of HRDC’s grant and contribution programs have established 
program criteria designed to help these initiatives achieve their intended objectives. 
Unfortunately, in some instances these eligibility criteria are too vague and/or unknown to 
individuals for whom the programs are designed. 


Although no longer in existence, the Transitional Jobs Fund (TJF) was one 
program that seemed to be devoid of well-defined and publicized eligibility criteria.® 
According to information provided by HRDC, four key criteria had to be met if a proposal 
was to be eligible for TJF funds.’ To identify and recommend projects, regional and local 
Officials gave priority to areas that had a UJ/EI regional unemployment rate of 12% or 
more. Officials also exercised judgement to designate, as eligible for funding, regions 
containing pockets of high unemployment, regions containing groups with persistently 
high unemployment and regions involving a strategic investment that would have positive 
spin-offs for surrounding areas that had high unemployment. Remarkably, the terms and 
conditions for the TJF were silent on the definition of “high unemployment.” 


. HRDC Officials assured the Committee that regional offices informed MPs of these 
Selection sub-criteria. We cannot Support this claim because the Committee found no 


nn 


6 # 
The Transitional Jobs Fund Was replaced by the Canada Jobs Fund on 1 April 1999. 


ré AT 
These four key criteria were: projects must lead to the creation 


contribute 50% of overall project costs, projects should be cons 
and the Province/territory must agree that the project be funded. 


of Sustainable jobs, partners and Sponsor must 
iStent with local/regional economic development 


in the context of identifying eligible sub-regional areas in El/Ul economic regions with an 
unemployment rate below 12%. 


We recommend that: 


10. HRDC should ensure that eligibility criteria governing access to all of 
its programs are clearly identified, adequately communicated and 
applied equitably across the country. 


C. The Role of the Community and Members of Parliament in Project Approval 


Although some of the government's critics allege that HRDC grants and 
contributions were dispensed to achieve political ends, proof supporting this allegation 
has never been provided to the Committee. All members of this Committee oppose using 
public funds for partisan purposes. 


The Committee recognizes that direct political involvement in HRDC’s project 
selection process can potentially create a conflict for parliamentarians, whose role is to 
hold the government accountable. Although currently limited to a very small number of 
programs, the direct involvement of Members of Parliament in the selection of HRDC 
projects can undermine this responsibility. Consequently, we believe that MPs’ input in 
the project selection process should remain advisory. 


Given the nature of the programs that are administered by HRDC, the Committee 
recognizes that it is necessary to adopt different approaches to achieve the appropriate 
level of accountability that is required to properly administer grants and contributions. The 
Committee has considered, for example, broadening the decision-making process to 
include community-based project advisory groups. This approach captures a broader 
community interest and greater transparency, two important ingredients for enhancing 
accountability. The Coalition of National Voluntary Organizations told us that “[t]here’s a 
huge infrastructure out there that we are not tapping into ... | think a lot of times we're 
confusing the political process and decision making with what really works at the local 
level.”® “The broader the representation, the better’ was the message delivered to the 
Committee during its roundtable meeting on the role of MPs and others involved in project 
selection. 


Members of Parliament undeniably possess an important understanding of, and 
knowledge about, the communities they represent. The Committee would like to see 
these assets applied in establishing community-based project selection advisory groups 
across the country. These advisory groups should encompass broad representation and 


8  HRDP, Evidence, Meeting No. 32 (11:40), 16 May 2000. 


focus their efforts on high value projects, especially those delivered by for-profit sponsors 


where the risks appear to be the greatest. 


Of course, the activities of community-based project selection advisory groups 
must be sensitive to the arrangements that are already in place, such as Labour Market 
Development Agreements and regional bilateral agreements with Aboriginal groups. 


We recommend that: 


11. This Committee explore the feasibility of establishing project 
selection advisory groups in communities throughout the country. 


D. New Governance Arrangements and the Role of Third-parties 


Over the years, HRDC has increasingly relied on third-parties to deliver grants and 
contributions. By harnessing the interests of community stakeholders, this model is 
thought to be an effective way to deliver a myriad of measures to a diverse client base 
like that served by HRDC. This approach also encourages a greater investment in 
Canadians,” but it requires new accountability structures to ensure that public funds are 
properly administered. Respected observers of government told the Committee that we 
are now in an era of distributed governance and this necessarily requires an acceptance 
of what Professor Gilles Paquet of the University of Ottawa called “soft accountability.”"° 
Old accountability structures must be modified and the government in general, and HRDC 
in particular, must accept that there is no single accountability response. In short, HRDC 
needs to accommodate various levels of accountability. In doing so, we recognize that 
many of HRDC’s partners — voluntary organizations, businesses and other levels of 
government — are also accountable to their own constituencies. In an overwhelmingly 
vast majority of cases, HRDC grants and contributions are properly administered and 
spent. Ultimately, this is what Canadians expect and the Committee must try to ensure 
that HRDC has the structures in place to meet this expectation. 


In a recent audit on new governance arrangements,'' the Auditor General of 
Canada expressed concern that the government is not using a consistent framework for 
accountability. The report identified several weaknesses and noted that there was a need 
for clearer responsibilities, greater transparency, stronger mechanisms to protect the 
public interest and better reporting. In his appearance before the Committee, the Auditor 
General said that better management and accountability can flow from better agreements 
ER RE ETRE 


According to information provided b 


y HRDC, some $1.5 billi : £ 
These initiatives and delivery arran 51.5 billion was leveraged from HRDC's partners in 1998-99. 


gements encourage partners to contribute either in-kind or monetarily. 
HRDP, Evidence, Meeting No. 30 (11 :25), 9 May 2000. 


Office of the Auditor General of Canada, 19 i 
ae » 1999 Report of the Auditor General of Canada, Chapter 23, November 
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“| think that if agreements with partners are well thought through and if enough effort is 
invested in those agreements, you can end up with quite a satisfactory result. If you don't 
do it well, the risks are much higher than they would be if you were running the program 
yourself.”"* 


The Committee believes that a range of accountability structures should be used 
to help ensure that funds delivered through HRDC are properly spent. Each accountability 
structure would depend, for example, on the type of measure being funded, the 
partnership involved and the results to be achieved. Better decision-making structures, 
such as the one discussed in the previous section, need to be developed. And in the case 
of government-to-government partnerships, accountability could be strengthened through 
better reporting and auditing requirements. 


We recommend that: 


12. HRDC should put in place more comprehensive contribution 
agreements that outline performance expectations, financial rules and 
penalties in the event of non-compliance. 


13. HRDC should utilize the necessary financial expertise, whether 
internal or external, to assess and approve financial proposals and 
business plans. 


14. HRDC staff should apprise all project sponsors of the importance of 
meeting the objectives and outcomes of grants and contributions, 
their obligations under contribution agreements and the 
consequences of failing to meet these. 


15. HRDC should consider imposing a moratorium on providing funds to 
project sponsors who do not comply with the terms and conditions of 
their funding arrangements. 


16. In negotiating agreements under what the Auditor General of Canada 
calls “collaborative arrangements,” HRDC (and other government 
departments) should ensure that each party receiving federal funds is 
subject to clearly defined and enforceable requirements to report on, 
evaluate and audit this spending. 


E. An Appropriate Balance Between Decentralization, Flexibility and Control 


This Committee understands the need to strike a balance between the 
requirements for sound financial administration and the need for responsiveness to local 


de HRDP, Evidence, Meeting No. 20 (12:30), 23 March 2000. 
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circumstances. The need for caution in this regard was expressed by the a et 
who warned about the danger of increased red tape. In his appearance, hs vd 
Kroeger, a former senior public servant, reinforced the position that it is important not to 
over-compensate for what has happened in the administration of grants and 
contributions. He warned of the danger of increasing the burden on large, large numbers 
of voluntary organizations, most of which have very thin resources....[I]f the political 
reaction is overdone...you're going to get an administrative overioad.. too much rene 
transferred to red tape and overhead to the detriment of the recipient organization.”"* He 
also commended the value of collaboration at the local level to ensure that programs 
worked well for the community. Representatives of national voluntary associations, 
Mr. Al Hatton, and Ms. Diane Richler, spoke about the hardship experienced by the 
voluntary sector due to the increase in requests for information that was delaying 
payments and consuming the time of employees. Dr. Gillian Kerr pointed out that “the 
way funders panic is that they clamp down and they ask a whole lot more questions of the 
agencies and the whole system freezes.”"® 


HRDC has shifted much of its work from headquarters to the local regions. The 
level of flexibility and discretionary authority of the program officers and local managers 
has increased. The aim of this exercise was to make the administration of grants and 
contributions more responsive to local conditions. At the same time, it risks fragmenting 
the management of the programs and makes uniform Supervision difficult. The need for 
additional measures to manage this change was recognized recently when the Human 
Resources Investment Branch was Split into two parts — one dealing with grants and 
contributions run from headquarters and another to manage those administered 
regionally. The Committee believes that the appropriate balance between decentralized 
and headquarters operations has yet to be achieved. At the same time, the Committee 
wonders whether the decentralization has not, in fact, been a regrouping that has 
centralized program administration in regional head offices rather than moving this to the 
local level (i.e. Human Resource Centres of Canada). 


We recommend that: 


1. HRDC should not reverse the decentralization of its grant and 
contribution programs to regional offices. The objectives of sound 
administration, transparency, and accountability can and should be 


addressed within the context of regional and local operations that are 
best able to respond to local needs. 


18. HRDC should ensure that organizations receive money according to 
their grant or Contribution agreement in a timely manner. The 
———— 
HRDP, Evidence, Meeting No. 30 (11:10), 9 May 2000. 


14 ; 
HRDP, Evidence, Meeting No. 30 (12:15), 9 May 2000. 


15 : 
HRDP, Evidence, Meeting No 31 (1 1:20), 11 May 2000. 
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19. 


20. 


Department should guard against over-compensating for the 
shortcomings found in the 1999 internal audit with a reactive return to 
unnecessary red tape. 


HRDC should strengthen its internal lines of reporting and monitoring 
to ensure that the delegation of administration and management to 
regional offices and headquarters is balanced with appropriate 
measures to ensure accountability. 


By 1 June 2001, HRDC should report to this Committee on how it has 
struck a balance between decentralization, flexibility and control. 
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IV. RESTORING CONFIDENCE 


A. File Reviews, Performance Tracking and On-going Monitoring 


According to the first quarterly Progress Report on the Action Plan, HRDC has 
completed its review of all active files. The Department also intends to conduct a review 
of closed files and is currently developing a cost-effective approach for doing so. 
According to the Action Plan, all files closed in 1998-99 and 1999-00 should be reviewed 
and completed (including follow-up action) by 31 August 2000. Based on the results of 
this review, HRDC will determine if it is beneficial to extend its file review to earlier 
periods. 


HRDC's active file review concluded on 30 April 2000. This review consisted of 
checking 16,971 files on grants and contributions worth $1.35 billion to ensure that 
established program requirements and file management standards are being met. Of 
these files, an adjustment or overpayment was identified in only 22 instances. The dollar 
value of adjustments and overpayments identified in these files was $749,864 or less 
than 0.1% of the total value of projects subjected to this review. According to the Progress 
Report, only $2,426 remains to be recovered.'® 


The Committee understands that there are several cases pending where 
misspending is alleged. These cases are being investigated by the proper authorities and 
if someone is trying to defraud the government appropriate action will be taken. While 
these matters are well beyond the purview of this Committee, it should be noted that 
HRDC grants and contributions were properly spent in an overwhelmingly vast majority of 
cases. 


In the past, many years would elapse before a follow-up internal audit would be 
conducted. This will not be the case with the 1999 internal audit, as HRDC is conducting 
an ongoing follow-up audit. In September 1999, responsibility for this was given to the 
National Grants and Contributions Performance Tracking Directorate and it was fully 
staffed by November 1999. According to the inaugural Progress Report, the Tracking 
Directorate only reviewed an initial sample of 76 active files and concluded both that all of 
the files in the sample respected the five essential financial criteria outlined in the Action 
Plan and that all of files had been reviewed as required. Subsequent reports are expected 
to include a more comprehensive treatment of new contract activity. The Minister of 


‘© Human Resources Development Canada, Progress Report on the Action Plan for Strengthening Administration 


of Grants and Contributions, May 2000, p. 13. This does not include overpayments totalling $226,369.51 that 
were identified in the follow-up review of projects in the audit sample. As indicated in our interim report, all but 
$604.21 was recovered. 


HRDC told the Committee that the Tracking Directorate cost about $0.7 million in 1999-00 
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and is expected to cost some $2 million in the current fiscal year. 


We recommend that: 


21. This Committee should review quarterly Progress Reports to the 
Minister and the forthcoming (October 2000) value-for-money audit 
conducted by the Office of the Auditor General of Canada. 


22. HRDC should continue to operate its National Grants and 
Contributions Performance Tracking Directorate until it observes, for 
a sufficient period of time, results that are within established 
acceptable performance levels. Thereafter, the Internal Audit Bureau 
should conduct a bi-annual audit of these grants and contributions. 


23. To enhance public confidence, HRDC should ensure that it meets the 
deadlines contained in its Action Plan and that the public be fully 
informed in a timely manner of HRDC’s progress in improving the 
administration of grants and contributions. 


B. Strengthening Treasury Board’s Role in Overseeing Grants and Contributions 


As the financial general manager of the federal government, the Treasury Board 
has a great interest in promoting a system that strengthens the government's ability to 
promote good administration practices for managing grants and contributions. The 
Committee was advised that Treasury Board’s current approach in this regard is to issue 
guidelines, then expect departments to adopt them and carry them into practice. We were 
told that over the years, the Treasury Board has shifted away from an approach that 
involves issuing directives requiring a department to act to one that entails directives on 
good practice, with the expectation, of course, that these good practices will be adopted 
and rooted in ongoing activities."* While the Committee does not want the Treasury Board 
to micromanage federal government departments, it believes that the Treasury Board 
should bolster its oversight function. 


The Committee is truly at a loss to explain the extent of inertia that had existed in 
HRDC and its predecessor, Employment and Immigration Canada, in responding to 
problems identified in previous internal audits of grants and contributions. This was 
evident from our meeting with the Auditor General who said that: 


a ee ee es 
Mi HRDP, Evidence, Meeting No. 34 (11:35), 18 May 2000. 


® HRDP, Evidence, Meeting No. 20 (11:35), 23 March 2000. 


| cannot help but express frustration with the way the government manages grants and 
contributions in general. Our audit work in various departments back to 1977 has 
identified persistent shortcomings, from problems in compliance with program 
authorities to weaknesses in program design, instances of poor controls, and 
insufficient measurements in reporting of performance. We continue to face the same 


kinds of problems each time we audit grant and contribution programs. '° 


One mechanism to address this inaction would be to require departments and 
agencies to prepare an action plan to alleviate problems identified in internal audits of 
grants and contributions and to submit these plans to the Treasury Board to monitor their 
implementation. Treasury Board could take the necessary and appropriate action when 
departments fail to achieve the desired results. 


It is the Committee’s opinion that one of the key features of good project 
management is a comprehensive contribution agreement that outlines program eligibility 
criteria, expected results and rules with respect to spending and non-compliance. As 
discussed elsewhere in this report, the terms and conditions of the Transitional Jobs Fund 
left much to be desired, especially in relation to selecting eligible regions. The Committee 
suspects that some of the problems associated with this program might have been 
avoided had the rules been more comprehensive and clearer. The Auditor General 
unambiguously stressed the need for greater Treasury Board involvement in establishing 
the terms and conditions that individual programs must meet. 


Soon, the Treasury Board will make public its new policy on transfer payments. 
While the Committee was unable to ascertain the extent to which the Treasury Board 
intends to become more active in the development of terms and conditions and 
monitoring its new transfer payment policy, this Committee strongly supports movement 
in that direction. In addition, the Treasury Board must be prepared to take meaningful 
action against departments that fail to comply with its policies on grants and contributions. 


The Committee heard the challenge from Dr. Gillian Kerr urging the government to 
seize the opportunity and exhibit leadership in coordinating and harmonizing its 
databases. She told us that: 


its a wonderful time to start dealing with this problem. This is an incredible 
opportunity to fix the system for the Canadian charitable sector, as well as for the 
different levels of government, at the same time to develop information tools that can 
benefit charities, as well as making the whole sector more accountable and more 
transparent to the public. ...What | would really encourage you to think about is an 
integrated information system, probably on the web, so having parts of it public and 
available to the public and parts of it private and available to funders, and start 
developing standardized definitions of common data elements so that agencies don't 
have to fill out the same things over and over again in different ways, but also so that 


19 HRDP, Evidence, Meeting No. 20 (11:10), 23 March 2000. 


uns 


you can instantly grab huge amounts of 
where it’s being spent, where it’s being inve 


The Committee agrees that the argument i 
harmonize databases that contain information of recipient oO 
integration of databases would increase the accountability for 
of grants and contributions. It would also ease the unnecessa 
placed on recipient organizations which are require 


information about where money’s going, 
sted and what kinds of impact it’s having. 


information in differing forms for various applications. 
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We recommend that: 


24. 


25. 


26. 


DE: 


28. 


29. 


HRDP, 


The Treasury Board should require all government departments to 
prepare an action plan with deadlines to address problems identified 
in future internal audits on grants and contributions. The Treasury 
Board should use the tools at its disposal to ensure that these plans 
are implemented and that all financial and administrative problems 
involving grants and contributions are satisfactorily addressed. 


The Treasury Board should become involved to a greater extent in 
establishing the terms and conditions of grant and contribution 
programs and should ensure that there is a strengthened and more 
comprehensive transfer payment policy in place. 


The Treasury Board should strengthen its oversight function and 
become more active in monitoring adherence to a strengthened 
transfer payment policy and be prepared to use the tools at its 
disposal to enforce compliance. 


The Treasury Board should re-evaluate its ‘use it or lose it’ policy and 
review its guidelines and regulations that deal with lapsing program 
funds in order to avoid year-end pressures to disburse funds in a 


manner that can result in administrative and financial 
mismanagement. 


None Should develop information management policies and 
rules with regard to the maintenance and accessibili à 
records. essibility of electronic 


Treasury Board, in collaboration with other k 
departments, should develop a plan for the system 
and harmonization of financial databases for 
receive grants and contributions. 


ey government 
-wide coordination 
organizations that 


Evidence, Meeting No. 31 (11:20), 11 May, 2000. 
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n favour of resources to coordinate and 
rganizations is timely. The 
and efficient administration 
ry administrative burden 
d to regularly provide identical 


V. ORGANIZATIONAL STRUCTURE: WHAT WE HAVE 
LEARNED 


In beginning this study, the Committee structured its search for information and its 
questions around the issues raised by the 1999 internal audit of the grants and 
contributions. As the members moved forward, however, we realized that it is impossible 
to separate these current questions from some of the larger issues about the Department 
that we have encountered during our past work. We believe that our dissatisfaction with 
the administration of grants and contributions is a clue to understanding our overall 
dissatisfaction with what has evolved over the years. 


The members of the Standing Committee began to ask: 


e What should be the objectives of the Department? 
e How do these relate to the mandate of the Department? 


e What is the organizational structure and the ‘tools’ that the Department requires to 
meet its objectives? 


When Human Resources Development Canada was created seven years ago, it 
reflected the belief that Canadians would benefit from the horizontal and integrated 
management of a broad range of policies and programs that intersected — labour, 
employment and training, and social development. A super ministry like HRDC was seen 
as the way to ensure cohesion and consistency. The Department was put together in 
1993 out of parts, or all, of five previous government departments. As a result of the 1993 
reorganization, policies and programs that had previously been the responsibility of five 
different ministers and managed by five separate deputy ministers became the 
responsibility of one minister who is supported by one deputy minister. 


In the current fiscal year, HRDC has responsibility for approximately $60 billion or 
roughly 45% of federal government spending.*' Compared to other federal departments 
HRDC will spend 5.5 times more than National Defence ($11 billion), 26 times more than 
Agriculture and Agri-Food ($2.3 billion), 30 times more than Health Canada ($2 billion), 
and 100 times more than Environment Canada ($0.6 billion). 


Confronted by these statistics, the preliminary conclusion might be that HRDC's 
administrative problems are a result of its size. The Committee feels, however, that this 
conclusion oversimplifies the situation. However, unlike many other large organizations 
that have a unity of purpose, HRDC does not. 


21 The federal spending referred to here is some $132 billion, which excludes debt servicing costs and payments 
to Crown corporations, but includes expenditures under the Canada Pension Plan. 


As it stands, HRDC is most easily characterized by its diversity: of purpose, of 
programs and criteria, as well as of clientele. Our study of grant and contribution 
programs demonstrated that this diversity has led to a lack of consistency or even conflict 
among some of these elements. For example, we found that no single accountability 
mechanism or administrative response to the grants and contributions Issue can 
accommodate the fact that some programs functioned in one manner and others in 
another. 


We began asking ourselves if HRDC’s administrative problems extended beyond 
poor management, along with a lack of resources and tools to deliver adequately grants 
and contributions. In this regard, most of us suspect that a large part of the problem is 
rooted in HRDC’s organizational structure which results in its inability to satisfy the 
diverse clientele that this department is expected to serve in both its daily operations and 
its medium and long-term policy development. 


Our overall work as a Committee and our study of grants and contributions have 
led us to observe that the positive synergies that were anticipated by the amalgamation of 
five departments in 1993 have failed to materialize. The Committee has seen evidence of 
dysfunction, as well as the ghettoization. and marginalization of some issues — for 
example, homelessness, Aboriginals and people with disabilities. 


Prior to 1993, five departments and five ministers had the opportunity to participate 
in the development of policies now falling under the mandate of HRDC. In the pre-HRDC 
years, policy debates occurred among these departments and ministers. Obviously, if 
they could not agree, Cabinet would discuss the issue and make a decision. After the 
amalgamation of 1993, these debates, tradeoffs, and frequently, decisions, occurred 
within HRDC, a single organization which has a highly hierarchical command and control 
structure. Is it appropriate that discussions and decisions about important public policy 
issues take place within a single organization? Where should the debate and decisions 
take place? Within the lower levels of the public service? Within the ranks of the senior 
public servants in the Department and central agencies? Within Cabinet? In terms of the 
latter, how can a single minister be expected to support adequately the disparate policy 
objectives pursued by a department like HRDC? 


As members of the Standing Committee on Human Resources Development and 
the Status of Persons with Disabilities, we have had problems both in dealing with the 
diversity of the activities of the Department and in ensuring that the Department is 
accountable to Parliament. Because of the limited time available to parliamentary 
committees, we have had to leave unscrutinized many of the important issues related to 
HRDC — for example, the various transfers to the provinces and territories. HRDC's 
estimates, both the Report on Plans and Priorities as well as the Performance Report 
contain less detail than those of many other departments because of the number of 
issues included in them. The estimates documents were, for example, of extremel 
limited value in our effort to gain information about HRDC's grant and parce tel: 
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programs. All Members of the Committee and of Parliament would benefit from better 
oversight of the Department's Spending and accountability. In turn, better parliamentary 
scrutiny would benefit Canadians who deserve to know that their money is being spent 
appropriately. If this Committee cannot adequately hold the Department accountable to 
Parliament, we question whether a single minister can adequately be held accountable 
for 45% of the spending by the federal government. 


In order to accommodate the interests of Members of Parliament and HRDC’s 
mandate, this Committee is the largest of all the standing committees of the House of 
Commons. We have formed two sub-committees — one on children and youth, another 
on persons with disabilities as one means of dealing with the diverse mandate that we 
have as a Committee. We still, however, feel that we have not been able to study and 
make recommendations on the plethora of issues that we would like to follow — for 
instance, labour, seniors, homelessness, the new world of work and financial assistance 
for students in post-secondary institutions. Both the government and opposition members 
could better examine the policies and programs of a department that had a less diverse 
mandate. 


During their appearances before the Committee, we have found the officials of 
HRDC to be very internally focussed. They do not seem to understand the need for 
appropriate and timely information to Parliament. Our meetings on grants and 
contributions showed the Committee that the Department appears to be overly bound by 
its own past practices and spends too much time, energy and resources justifying them. 
Part of HRDC’s mandate is to broker change. This is only possible by listening, learning 
and applying the knowledge of others. HRDC should be searching for innovative 
techniques not defending old models and activities. When we asked outsiders — experts 
from private foundations, other granting agencies and universities about how they dealt 
with similar problems in funding grants and contributions, we heard that there are many 
alternatives that were never mentioned by HRDC in its several appearances before us. 


Increasingly, the walls between policy sectors have become more porous as a way 
of dealing with the challenges of globalization and an increasingly well-educated 
population. In this context, social policy remains important. As Members of Parliament, 
our contact with Canadians has led us to believe that HRDC should lead in devising 
policies and programs to deal with social issues. Unfortunately, we perceive that the 
driving force behind the HRDC is economic — namely, employment. This means that 
certain policy issues, for example, seniors, have been overlooked. Other complicated 
social policy areas, like children's issues and homelessness, have an employment-related 


tint to them. 


The Human Resources Investment Branch (HRIB) provides one concrete piece of 
evidence that the social element is problematic in the Department's view of itself. HRDC's 
estimates state that HRIB's key commitment is to “provide Canadians with an effective 
and efficient labour market.” Yet, the Department uses this commitment as its response to 
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the objective in the Speech from the Throne to “build a better quality of life for all 
Canadians — for our children, ourselves and our neighbours.” Undoubtedly, a better 
quality of life involves more than helping people to find jobs. HRIB deals with literacy, 
people with disabilities, children, Aboriginal people. Several of our witnesses told us that 
the employment focus of HRDC skewed their social development activities and did not 
adequately take into account their role as agents of change within their communities. 


Because there is a void at the federal level when it comes to dealing with a range 
of policy issues, the Committee, and Canadians generally are left with unanswered 
questions: What does this employment focus mean for children who have not started 
work, or for the seniors who have finished working? How can a federal department that is 
based on an economic paradigm deal with social issues? Do Canadians want to be 
merely considered as “human or economic resources” or do they want to be considered 
as citizens? Has the opportunity created by the formation of HRDC been lost by design or 
by default? Does the federal government want a role in social policy? In today's 
circumstances, what is the best way to deal with children, youth, seniors, or people with 
disabilities? Are issues like homelessness, employment-related only? 


Given the Committee's conclusion that HRDC’s structural makeup has proven 
unsatisfactory, we believe that the federal government should reposition itself so that it 
can better address issues that concern Canadians but that cut across existing 
departmental boundaries. The circumstances that led to the formation of HRDC in 1993 
are not the circumstances of today; homelessness was not the serious issue that it has 
become. There is, for example, no place in government that integrates the social 
condition of Canadians with their health needs. The social determinants of health are 
recognized as one of the factors that strongly influences the health of Canadians and 
social programs and policies structured by HRDC have an undoubted impact on these. 
Several of our witnesses spoke about developing healthy communities and talked about 
community economic development. Strong communities are developed through training 
and jobs but also through a host of other measures. 


When we began our study of grants and contributions, this Committee never 
intended to get into a discussion about redesigning HRDC. But we have come to the 
conclusion that we could not adequately deal with these transfers without taking a 
broader look at what HRDC does and how it is doing it. The Committee believes that it is 
time to rethink the whole concept of a department of human resources development in 
light of changing conditions and current needs. The appointment of more secretaries of 
state within the existing Department will not solve the problem. Even with more 
secretaries of state, all the public servants within the Department will still report to the 
deputy minister of HRDC and the minister of Human Resources Development Canada 
will still have responsibility for all departmental spending and activities. 


The solution may lie in creating more focused and less diverse de 
artments. 
could be the best machinery? For example, would labour, employment ee Washi 
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insurance combined in a single department provide more consistency? A more focussed 
operation might make it easier for specialists for example, to do a better job in evaluating 
business plans for third-party, private sector operations. Would it make sense to have a 
specialized department (as in Britain) to oversee and manage statutory transfers to 
individuals (Old Age Security, Guaranteed Income Supplement, Canada Pension Plan 
and Canada Pension Plan: Disability)? This narrower mandate might assist in the 
management of the systems and information required by these programs. 


This division, however, does not address the issue of putting in place an adequate 
structure to deal with horizontal issues that relate to social policy and social development. 
Is it time to recreate a central agency, like the Ministry of State for Social Development, 
that can oversee and coordinate the activities of all federal departments and agencies 
with mandates related to social issues? Such a structure might house a small program 
branch for demonstration projects and related activities. 


This Committee knows that it has not received adequate evidence to weigh the 
arguments in favour of alternatives to the current structure, but we agree that a change is 
required. We also agree that unless the management culture changes and management 
approaches and practices improve, we may end up, like the sorcerer’s apprentice, with 
several badly managed replacements. 


We recommend that: 


30. The government should divide HRDC into several more homogeneous 
and focused structures. 
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VI. CONCLUSION 


Throughout the Committee’s hearings, many witnesses reminded us that the 
delivery of grants and contributions entails risks and that problems will undoubtedly 
surface from time to time. We were told that HRDC needs to better balance these risks by 
continuing to provide quality services within a framework that guarantees adequate 
accountability and transparency. Canadians need to be assured that public funds are 
being directed to the purposes for which they were intended. 


In the opinion of this Committee, there is no need to enlarge the bureaucratic 
processes underlying the delivery of HRDC grants and contributions. This only serves to 
bog down the system. Moreover, this approach would not guarantee results nor would it 
eliminate the risks associated with delivering these funds. What is needed is better 
management, enough well-trained project officers aided by modern-day tools capable of 
working within a flexible delivery system, and an overall structure that ensures that the 
policies and guidelines in place to administer these funds minimize risks and provide the 
level of accountability that Canadians have come to expect. We hope that our 
recommendations further the pursuit of these goals and help achieve the appropriate 
balance that we all seek. 


The Committee thanks all of the witnesses who shared their time, experience and 
thoughts with us during our hearings. Without this support, the Committee would not have 
been able to prepare this report. 
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oe RECOMMENDATIONS 


1. The Performance Report of the Department of Human Resources 
Development should provide detailed annual information to 
Parliament and the public about how the commitments in 
Strengthening Grants and Contributions at HRDC have ensured that 
payments to recipients of grants and contributions meet financial and 
program requirements. 


2. HRDC should ensure that it has the necessary expertise to administer 
grant and contribution programs and that the department allocates 
more resources to hiring and training financial administrators with 
appropriate educational and professional qualifications. 


3. HRDC should better integrate financial managers into its program 
design and delivery operations. To ensure that program managers 
adhere to proper financial standards and procedures, greater 
oversight must be part of the changing role of the financial 
community if HRDC is to achieve higher levels of prudence and 


probity. 


4. The forthcoming Auditor General’s report on HRDC grants and 
contributions should provide guidance on ways to balance efficiency 
and flexibility in terms of program delivery and the need for sound 
financial management. 


5. HRDC should give a higher priority to the Department's three-year 
plan to develop a system that tracks the performance history of 
project sponsors and a system that integrates the Department’s 
financial and administrative systems. The plan should be put in place 
sooner than the three years promised in the Action Plan. 


6. To promote transparency, HRDC should ensure that it has an 
information system accessible to the public on the departmental Web 
site that provides details about individual grant and contribution 


programs. 


7. HRDC should commission an evaluation of its managerial staffing 
practices, by a private sector management consulting firm, with a 
view to improving and supporting managerial continuity and stability 
in National Headquarters and regional offices throughout the country. 


8. HRDC should treat staffing needs, including training, as one of its 
highest priorities to enhance administration of grants and 
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10. 


11: 


12 


13. 


14. 


15. 


16. 


ih 


contributions. Moreover, the acquisition of additional financial 
resources to meet these needs should be identified immediately and 
secured from HRDC’s existing budget, and recouped through 
supplementary estimates. 


HRDC should provide the necessary training to project officers to 
permit them to educate and assist third-party project sponsors In 
terms of departmental expectations, and program rules and 
guidelines. 


HRDC should ensure that eligibility criteria governing access to all of 
its programs are clearly identified, adequately communicated and 
applied equitably across the country. 


This Committee explore the feasibility of establishing project 
selection advisory groups in communities throughout the country. 


HRDC should put in place more comprehensive contribution 
agreements that outline performance expectations, financial rules and 
penalties in the event of non-compliance. 


HRDC should utilize the necessary financial expertise, whether 
internal or external, to assess and approve financial proposals and 
business plans. 


HRDC staff should apprise all project sponsors of the importance of 
meeting the objectives and outcomes of grants and contributions, 
their obligations under contribution agreements and the 
consequences of failing to meet these. 


HRDC should consider imposing a moratorium on providing funds to 
project sponsors who do not comply with the terms and conditions of 
their funding arrangements. 


In negotiating agreements under what the Auditor General of Canada 
calls “collaborative arrangements,” HRDC (and other government 
departments) should ensure that each party receiving federal funds is 
subject to clearly defined and enforceable requirements to report on, 

evaluate and audit this spending. 


HRDC should not reverse the decentralization of its grant and 
contribution programs to regional offices. The objectives of sound 
administration, transparency, and accountability can and should be 
addressed within the context of regional and local operations that are 
best able to respond to local needs. 
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18. 


19: 


20. 


21. 


22. 


23. 


24. 


25. 


26. 


HRDC Should ensure that organizations receive money according to 
their grant or contribution agreement in a timely manner. The 
Department should guard against over-compensating for the 


shortcomings found in the 1999 internal audit with a reactive return to 
unnecessary red tape. 


HRDC should strengthen its internal lines of reporting and monitoring 
to ensure that the delegation of administration and management to 
regional offices and headquarters is balanced with appropriate 
measures to ensure accountability. 


By 1 June 2001, HRDC should report to this Committee on how it has 
struck a balance between decentralization, flexibility and control. 


This Committee should review quarterly Progress Reports to the 
Minister and the forthcoming (October 2000) value-for-money audit 
conducted by the Office of the Auditor General of Canada. 


HRDC should continue to operate its National Grants and 
Contributions Performance Tracking Directorate until it observes, for 
a sufficient period of time, results that are within established 
acceptable performance levels. Thereafter, the Internal Audit Bureau 
should conduct a bi-annual audit of these grants and contributions. 


To enhance public confidence, HRDC should ensure that it meets the 
deadlines contained in its Action Plan and that the public be fully 
informed in a timely manner of HRDC’s progress in improving the 
administration of grants and contributions. 


The Treasury Board should require all government departments to 
prepare an action plan with deadlines to address problems identified 
in future internal audits on grants and contributions. The Treasury 
Board should use the tools at its disposal to ensure that these plans 
are implemented and that all financial and administrative problems 
involving grants and contributions are satisfactorily addressed. 


The Treasury Board should become involved to a greater extent in 
establishing the terms and conditions of grant and contribution 
programs and should ensure that there is a strengthened and more 
comprehensive transfer payment policy in place. 


The Treasury Board should strengthen its oversight function and 
become more active in monitoring adherence to a strengthened 
transfer payment policy and be prepared to use the tools at its 
disposal to enforce compliance. 
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27. 


28. 
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30. 


The Treasury Board should re-evaluate its ‘use it or lose it’ policy and 
review its guidelines and regulations that deal with lapsing program 
funds in order to avoid year-end pressures to disburse funds in a 
manner that can result in administrative and financial 
mismanagement. 


Treasury Board should develop information management policies and 
rules with regard to the maintenance and accessibility of electronic 
records. 


Treasury Board, in collaboration with other key government 
departments, should develop a plan for the system-wide coordination 
and harmonization of financial databases for organizations that 
receive grants and contributions. 


The government should divide HRDC into several more homogeneous 
and focused structures. 
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APPENDIX A 
LIST OF WITNESSES 


Associations and Individuals Date Meeting 


Department of Human Resources Development 2000/02/10 10 
David Good, Assistant Deputy Minister 
Claire Morris, Deputy Minister 
Jane Stewart, Minister 


Alan Winberg, Assistant Deputy Minister 


Department of Human Resources Development 2000/03/02 17 
Bill Ferguson, Director General 
David Good, Assistant Deputy Minister 
Claire Morris, Deputy Minister 


Alan Winberg, Assistant Deputy Minister 


Department of Human Resources Development 2000/03/16 18 
James Martin, Director General 
Alan Winberg, Assistant Deputy Minister 


Privy Council Office 2000/03/21 19 


Mel Cappe, Clerk and Secretary to the Cabinet 


Office of the Auditor General of Canada 2000/03/23 20 


Maria Barrados, Assistant Auditor General 
L. Denis Desautels, Auditor General 
Theresa Duk, Principal 


Henno Moenting, Principal 
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Associations and Individuals Date Meeting 


Consulting and Audit Canada 2000/03/28 21 


Christiane Ouimet, Chief Executive Officer 


Bernard Thérien, Principal consultant 


Ekos Research Associates Inc. 
Tim Dugas, Principal, Goss Gilroy Inc. 


Janice Remai, Director, Ekos Research Associates 


Office of the Information Commissioner of Canada 


John Reid, Commissioner 


Office of the Privacy Commissioner of Canada 


Bruce Phillips, Commissioner 


Department of Human Resources Development 2000/03/30 22 
Claire Morris, Deputy Minister 
Suzette Perreault, Director General 


Danielle Vincent, Assistant Deputy Minister 


Treasury Board of Canada 2000/04/04 23 
Rick Neville, Deputy Comptroller General 
Lucienne Robillard, President 


Carole Swan, Acting Secretary of the Treasury Board 
and Comptroller General of Canada 


Association of Public Service Financial Administrators 2000/04/06 DATE 
Greg Gauthier, Director 


Merdon Hosking, President 


32 


Associations and Individuals 


Canada Employment and Immigration Union 
Molly Boyd, National Vice-President 


Jeannette Meunier-McKay, National Executive 
Vice-President 


Cres Pascucci, National President 


Jim Richards, National Vice-President 


Canadian Comprehensive Auditing Foundation 


Jean-Pierre Boisclair, President 


Deloitte Touche 
Susan Mingie, Partner 


Colin Potts, Partner 


Natural Sciences and Engineering Research Council of 
Canada 


Thomas Brzustowski, President 


Private Foundations Canada 


Julie White, President and CEO 


Gowling, Strathy and Henderson 


Sean Moore, Public Policy Advisor 


University of Ottawa 


Gilles Paquet, Professor 


As Individual 


Arthur Kroeger 
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Date 


2000/04/06 


2000/05/02 


2000/05/04 


2000/05/09 


Meeting 


24 


28 


29 


30 


nner 


Charity.ca 2000/05/11 31 


Susan Brekelmans, Charity Liaison Officer 


University of Toronto 


Audrey Cheung, Director, Research Grants 


As Individual 


Gillian Kerr, Consultant 


Canadian Association for Community Living 2000/05/16 32 


Diane Richler, Executive Director 


Coalition of National Voluntary Organizations (The) 


Al Hatton, Executive Director 


Department of Human Resources Development 2000/05/18 34 
Hy Braiter, Senior Assistant Deputy Minister | 
Claire Morris, Deputy Minister 
Jane Stewart, Minister 


Alan Winberg, Assistant Deputy Minister 
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REQUEST FOR GOVERNMENT RESPONSE 


Your Committee requests that the Government table a comprehensive response to 
this report by September 20, 2000. 


A copy of the relevant Minutes of Proceedings of the Standing Committee on Human 
Resources Development and the Status of Persons with Disabilities (Meetings Nos 10, 17, 


18, 19, 20, 21, 22, 23, 24, 28, 29, 30, 31, 32, 34, 35 and 36 which includes this Report) are 
tabled. 


Respectfully submitted, 


Peter Adams, M.P. 
Chair 
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Official Opposition Report on 
HRDC Grants and Contributions 


Introduction 


Since the Liberal government came to power in 1993, $22.5 billion has been dispensed 
as grants and contributions by the Department of Human Resources Development. 
Another $3.17 billion will be spent this year. Internal HRDC audits, the Auditor General, 
and witnesses before committee indicate that those funds have been used ineffectively, 
inappropriately, and perhaps illegally. 


The Canadian Alliance condemns the Liberal majority report of the HRDC Committee, 
which defends the government's abuse of public money, endorses the government's 
disingenuous reaction to the scandal, and offers no recommendations that address the 
root causes of the issues raised. 


Gross mismanagement of taxpayer funds 


The majority report of the HRDC Committee states: 


In an overwhelmingly vast majority of cases, HRDC grants and contributions are properly 
administered and spent. 


This rosy view is contradicted by the Program Integrity Audit released on 19 January. Of 
files reviewed, 15% had no application; 25% had no description of the activities to be 
supported; 25% had no description of the characteristics of participants; 46% had no 
estimate of the number of participants; 72% had no cash flow forecast; 80% showed no 
evidence of financial monitoring; 87% had no evidence of supervision; and 97% showed 
no evidence that anyone had checked whether the recipient already owed money to 
HRDC. In an overwhelmingly vast majority of cases, HRDC grants and contributions are 
in fact not properly administered, so we have no way of knowing if the money was 
properly spent. The Auditor General told the committee on 23 March: 


Large amounts of public funds were spent without the appropriate controls, making it difficult 
to know whether the funds were used as intended, spent wisely and produced desired 


results. 


The Auditor General has repeatedly pointed out the same problems in the 
administration of grants and contributions since 1977, including twice during the tenure 
of the current government, in 1994 and 1998, but there is no political will to change the 
way HRDC grants and contributions are handled. The current budget ignores the 
problems at HRDC and increases annual grants and contributions by almost $1.5 
billion. The Official Opposition believes that until grants and contributions programs are 
reformed to ensure accountability and effectiveness, the government should reallocate 
funds from those programs to areas of greater value to Canadians. 
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Recommendation? That the government forego the budgeted increase in grants 
and contributions spending in favour of new spending on 


health care. 


The Committee report holds no one responsible for the mismanagement of HRDC, 
blaming poor technology, staffing levels, and the complexity of the Department for the 
fiasco. Even if such issues caused the uncontrolled spending at HRDC, they were 
themselves the result of mismanagement. 


Recommendation 2 That according to the principle of ministerial responsibility, 
the Minister of Human Resources Development resign. 


Both the current Deputy Minister and the Clerk of the Privy Council, who was Deputy 
Minister of HRDC during the audit period, must also take some blame. In his current 
capacity, Mr. Cappe’s management influence will extend to all federal departments and 
agencies. The Official Opposition believes that he has been promoted beyond his level 
of competence. 


Recommendation 3 That the Prime Minister transfer the present Clerk of the Privy 
Council to a more appropriate position. 


It is a matter of public record that Treasury Board guidelines were regularly broken at 
HRDC. The Financial Administration Act may have also been breached when the 
Department created two trust funds in the PM's riding to shelter grant money from the 
requirement that program funds lapse at the end of each fiscal year. Legal officials from 
HRDC and most Treasury Board officials said that the law was not broken, but we 
believe that these matters should be referred to an impartial authority. 


Recommendation 4 That the RCMP and Auditor General be asked to investigate 
possible breaches of the Financial Administration Act by 
HRDC. 


Political interference 


Even when there is no direct link between grants and political donations, government 
MPs benefit from every grant announced. The Official Opposition has shown that the 
number of project approvals and the amounts approved rose sharply at election time. 
For example, in the month before the last election, then-Minister Pierre Pettigrew 
announced the largest TJF grant ever and the PM announced a $500,000 grant in his 
own riding. 


Recommendation 5 That the Department issue a standard press release for every 
grant, contribution or loan prior to announcements by MPs. 


The Minister's riding received $30 million in job-creation grants over three years, three 
times the amount disbursed in an average riding, although her riding is in a job-rich 
region of southern Ontario. The Department offered the excuse that the program uses 
outdated unemployment figures. Moreover, “high unemployment” is defined by HRDC in 
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relation to the actual unemployment figure. so t | 
constant. gure, so the amount of job grants paid out will be 


Recommendation 6 That current unemployment figures be used to determine 
eligibility for unemployment-relieving grants, contributions 
and loans, and that those programs not apply in areas where 
unemployment is low in absolute terms. 


The Minister cited “pockets of high unemployment” to justify grants in her riding, 
although no such criterion existed in the Terms and Conditions of the TJF. The Terms 
and Conditions of the CJF were changed to account for such “pockets.” Virtually any 


ne can be an area of high unemployment according to artful application of these 
rules. 


Recommendation 7 That HRDC officials meet with officials from Statistics 
Canada, the Treasury Board and the Auditor General to 
define clear, standard government-wide criteria for the 
definition of high unemployment for the purpose of 
government programs. 


The TJF is supposed to attract private sector investment to create new permanent jobs, 
but studies indicate that half of investment comes from governments, half of the jobs 
would go ahead without a grant, and many are not new or full-time. In many cases, TJF 
funding has no impact on job creation. The Official Opposition believes that the 
government should undertake evaluations of the net impact of job subsidy programs. 


Recommendation 8 That the Treasury Board work with the Auditor General and 
the private sector to standardize ways for all government 
departments to measure the impacts of job subsidy 
programs. 


There is also strong evidence of political pressure on public servants. An Ekos study of 
the TJF commissioned by the government cited: 


...uneasiness among some respondents regarding projects which may have been approved 
for political reasons... 


Some HRDC officials have said they “had no choice” but to approve grants against 
regional guidelines. Some told the Committee that whistle-blower legislation would 
reduce political pressure on public servants, and help inform the public of wrongdoing. 


Recommendation 9 That the government pass whistle-blower legislation to 
reconcile the public service oath of confidentiality with the 


need for government accountability to the public. 


The greatest abuses of the TJF have occurred in the PM's riding. His office consistently 
lobbied the Minister’s office and HRDC for funds for political supporters. A third of the 
PM’s 1997 campaign donations were from companies that received federal grants or 
contracts. There are three ongoing police investigations into grants in the Prime 
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Minister's riding. Other government MPs also received political favours from grant 


recipients on whose behalf they had lobbied. The Official Opposition believes that to 
allow Members of Parliament, who are responsible for allocation of public funds, to 
lobby on behalf of grant applicants, and also to receive political contributions from grant 
recipients, puts them in a conflict of interest. MP’s also lack the expertise to judge the 
viability of grant applications and determine whether they meet program criteria. 


Recommendation 10 That Members of Parliament be removed entirely from the 
grant approval process. 


The CJF is the HRDC program most abused by politicians. It was the subject of one 
criminal conviction and is now the object of a number of police investigations. We 
believe this program to be corrupt. 


Recommendation 11 That the Canada Jobs Fund be immediately terminated. 


Lack of Transparency 


The Minister's officials recommended that she not release the Program Integrity Audit 
until it was requested under Access to Information. The Official Opposition filed an ATI 
request for the audit on 17 January, and the Minister released it on 19 January. The 
Minister then said she did not know about the audit until 17 November 1999, but many 
officials knew about it before the Minister took office in August. Memoranda to officials 
in response to the audit were dated in September. When an Opposition MP received a 
copy of the audit dated 5 October 1999, he was asked to destroy it and accept a copy 
dated in January 2000. When Opposition MPs asked for details of HRDC grants by 
riding, they were told they did not exist, even as the Prime Minister read those details, 
given to him by the Government House Leader. MPs asking simple questions in the 
House are forced to use ATI or the Order Paper to obtain answers. The Information 
Commissioner told the committee that HRDC’s previously good record of responding to 
ATl requests deteriorated after the release of the Program Integrity Audit. Senior 
managers now see all ATI requests before they are answered. The ATI process has 
slowed government wide, as the Privy Council Office and Treasury Board try to control 
the release of information to the public. 


Recommendation 12 That no federal public relations process be allowed to hinder 
departmental adherence to legal time limits prescribed in the 
Access to Information Act. 


The Minister has covered up mismanagement in several ways. The Committee heard 
testimony that an HRDC employee was directed to complete and backdate missing 
documents. The Minister consistently provided answers to questions in the House after 
learning of the audit that implied all was well in her Department. Before the Committee 
on 18 May, the Minister released a “progress report” that had been leaked to the media 
the previous day, but had not been shown to opposition members of the Committee 
She claimed that only $6,500 remains unaccounted for, but that figure refers to only 37 
files investigated as a result of the audit, and she mentioned neither the $226,575 that 
had been recovered, nor the ongoing criminal investigations. In light of the lack of 
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candour on the part of the government, appropriate outside authorities should 
investigate HRDC mismanagement. 


Recommendation 13 That an independent inquiry be undertaken into the web of 
spending scandals at HRDC. 


No Valid Solutions 


The failure of the Liberal majority report to admit the nature and scope of the problems 
at HRDC precludes useful recommendations. The Committee recommends that more 
staff be hired for project administration and financial management, as one of HRDC’s 
“highest priorities,” yet according to the Auditor General, the problems at HRDC pre- 
dated the 1995 manpower reductions by about 18 years, so the staff cuts did not cause 
the problems. The Committee then argues that HRDC is so unwieldy that it would be 
unfair to hold the Minister accountable for its management, and suggests that the 
Department be broken down into several more specialised ministries. The Committee 
heard scant evidence to support such a recommendation, but nevertheless dedicates a 
third of the report to it! This issue, like the Committee’s recommendation for staff 
increases, is nothing more than a red herring to divert attention from evidence of 
political interference, poor management, and lack of political will. 


The Minister's six-point “Action Plan”, barely mentioned in the Committee report, will not 
solve the problems in HRDC. It is no more than a list of fundamental managerial 
principles that should have been observed all along. In presenting such a list as an 
“Action Plan”, the Minister finally admits that in the past those basic managerial 
principles have not been observed, but her plan does not identify the root causes of that 
negligence. In a report commissioned by the Minister, consultants Deloitte-Touche said 
that the draft six-point Plan lacked a statement of objectives, and did not address 
underlying causes of the audit findings, describe the resources implicated, explain how 
the commitment of senior management is to be obtained, or identify long-term issues. A 
comparison of the Minister's draft plan with her final plan shows that those concerns still 
have not been addressed. The “Action Plan” is designed to create merely the 
impression of action. 


Recommendation 14 That the Minister ask Deloitte-Touche to assess the six-point 
“Action Plan” in its final form. 


Conclusion 


The Program Integrity Audit, which revealed a reckless disregard for the most 
elementary aspects of financial control, is an indictment of all government Members. 
The Parliament of Canada is responsible to the people of Canada. Just as deputies and 
ministers must be held responsible to Parliament for the conduct of their departments, 
so the government must be responsible to the people of Canada. The current 
government has failed in this regard. For an elaboration of the issues herein, see our full 


report on our Web site, www.canadianalliance.ca. 
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Bloc Québécois Dissenting Opinion 


The Bloc Québécois cannot endorse the report of the Standing Committee on Human 
Resources, despite the reports recommendation that Human Resources Development 
Canada be split up into a number of homogeneous and focused structures to resolve 
the crisis there. This division, which was proposed by the Bloc, would not solve the 
problem at all, the use of public money for partisan purposes must be made impossible. 
It is essential that the government launch an independent public inquiry making it 
possible to get to the bottom of this matter. Since the tabling of the interim report, new 
cases of fraud had been added to the long list of misappropriation of funds, most 
notably the cases of Modes Conili Star and Placeteco. The immunity of HRDC 
employees must also be guaranteed so that they can not only testify before the public 
inquiry and thereby enable it to shed all possible light on the current fiasco at HRDC, 
but also blow the whistle if such situations ever start to occur again. 


By refusing to dig deeply into this affair, the Committee is in effect defining the problems 
at HRDC as purely administrative. The government majority on the Committee is failing 
in its duty to come up with a far-reaching diagnosis, by ignoring the recurring nature and 
the political aspect of the serious shortcomings uncovered in HRDC’s management of 
its grants and contributions programs. 


The cases of fraud, the post hoc approvals, the flouting of Treasury Board guidelines, 
_ the political pressures, the patronage, the partisan use of public funds, the attempts to 
camouflage information, the withholding of information, the falsification of documents, 
the absence of documentation and the influence-peddling are among the issues that 
should be studied by an independent public inquiry. These issues go beyond the simple 
administrative aspect to which the government majority on the Committee would like to 
restrict the report’s conclusions, limiting solutions to breaking up the Department and a 
series of administrative controls. 


Recurrence 


For two decades now, the Office of the Auditor General has again and again raised the 
problem of controls over grants and contributions at HRDC. Many internal audit reports 
have also flagged serious problems with the management and monitoring of the grants 
and contributions programs. However, far from being resolved, the problems grew 
worse. The Committee’s report carefully avoids explaining why nothing was done to 
rectify the serious breaches of the principles of financial control. The absence of political 
will on the part of the government and senior public servants to come to grips with these 
problems is troubling, and the explanation for their inertia Is stil to come. It is the fruit of 
incompetence by the responsible ministers who, successively, were not capable of 
exerting the control that was an inherent part of their responsibilities. 
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Minimizing administrative problems 


Since the internal audit report was made public in January, the attitude of the 
government majority has consisted in restricting the problems to their administrative 
aspects. While the Committee report does raise a number of intelligent questions about 
governance at the Department, its preference for minimizing the crisis has resulted in a 
superficial diagnosis and in the proposal of solutions for only a small segment of the 
problems encountered. 


Denial of political problems 


The government majority has a short memory. Shortly after the general election of 
1997, a Liberal Party political organizer was accused and found guilty of influence- 
peddling after he made use of a list of TJF grant applications to demand political 
contributions. When he appeared in court, the judge asked if Pierre Corbeil had acted 
on his own initiative, and the Crown’s response was, “We'll never know.” This was the 
first of a long list of allegations of fraud, patronage and flouting of Treasury Board rules. 


Given the denial of these problems by the government majority, it is impossible for the 
opposition parties and the public to estimate the true extent of the partisan and 
fraudulent use of public money. The members of the Public Service in a position to 
inform parliamentarians and the public were gagged and threatened with penalties if 
they revealed the abuses and misappropriation of funds they had witnessed. Worse still, 
witnesses representing departmental officials asserted before the Committee that they 
had been urged to falsify documents by their superiors. 


Camouflage, withholding of information and falsification of documents 


To measure the extent of the waste, fraud and misappropriations of funds that occurred 
at HRDC, the Committee must have ail available information. But the government has 
gone to considerable pains to ensure that it did not have that information. The 
opposition obtained a list of TJF contributions under access to information in which were 
found a number of grants approved after payment. The Minister, for her part, published 
an expurgated list in which payment dates had been entirely removed. 


In response to demands from the opposition parties and the media about specific cases, 
the Minister referred them to her officials for the answers. But the officials could not 
answer because of a departmental directive telling them to refer any questions to the 
Minister's office. Then, changing tactics, the government turned down all demands for 
information, referring the media and parliamentarians to the Access to Information Act. 
The Access to Information Commissioner has severely criticized the government for its 
many failures to comply with the Act. 


In the same way, the dismantling of the mega-database on Canadians is far from 
restoring public confidence in the Department. Only an in-depth revision of the Privacy 
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Act, using the one in Quebec as its 
databases, would reassure the public th 
HRDC or any other department. 


model and prohibiting the compiling of such 
at such a practice would never happen again at 


Conclusion 


The administrative and political mess at HRDC is a real nightmare on a number of 
counts: the public funds at issue are huge and the existence of the whole package of 
government grants and contributions programs is compromised; the public’s confidence 
in government, parliamentary and public service institutions has been severely shaken; 
and a feeling of complacency about partisan and fraudulent use of public money, 
accompanied by a feeling of impunity, has spread and could spread still further. 


Any division of the Department will have to be preceded by the resignation of the 
Minister and the appointment of a new Minister with a one-year mandate to carry out the 
break-up. 


In our political system, the government is responsible to Parliament for the use it makes 
of the public money entrusted to it. The irresponsible attitude of the present Minister and 
her predecessor in the face of a crisis like this one guarantees that abuse and 
negligence will continue if the government's actions are limited to the recommendations 
of the Liberal majority in this report. 


Given the scale of the crisis at the administrative, political and criminal levels, and given 
the government’s desire to smother the whole affair, the opposition parties agree that 
only an independent public inquiry will make it possible to truly measure the scope of 
the administrative weaknesses and the misuse of public funds. 


To make sure that such an inquiry is effective, members of the Public Service must be 
able to count on a mechanism ensuring them immunity for whistle blowing in cases of 
abuse and fraud. Legislation to this effect should be passed by the House of Commons 


as rapidly as possible. 
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Restoring Confidence: Getting to the Truth and 
Ensuring Consequences at HRDC 


NDP Minority Report: HRDC Standing Committee 
June 1, 2000 


INTRODUCTION 


In April 2000, | joined with my opposition colleagues in issuing a unanimous interim 
minority report on the scandalous events at HRDC. We stood together in condemning 
the Liberal government's attempts to dismiss the very serious problems at HRDC as 
administrative foul-ups when mounting evidence has suggested far more serious 
problems. 


Since this scandal broke, the Liberal government has consistently downplayed the 
extent and partisan nature of the institutional problems at HRDC. It has thrown up 
smoke screens and stonewalled the Committee’s investigation of these problems, just 
as it has ignored the glaring indictments of a series of audits in the years leading up to 
our investigation. Of most concern, the government and the Minister have refused to 
acknowledge the increasingly obvious and partisan misuse of public funds in the 
awarding of questionable grants for partisan purposes. 


To this day, questions remain on a number of fronts: alleged misappropriation of funds 
for partisan reasons; multiple criminal investigations that are still underway; grants that 
were approved after payments were made; the existence of varying approval criteria in 
different regions of the country; evidence of a culture of political interference in local 
HRDC offices; the withholding of information; and an absolute absence of departmental 
controls. 


Sadly, those who are now paying the price for Liberal mismanagement are the very 
Canadians whom HRDC programs are intended to serve. We, in the New Democratic 
Party, have consistently supported programs that create jobs, increase opportunities for 
youth, enhance social development, and bolster social capital. And, we deplore the fact 
that they have been put in jeopardy because of Liberal mismanagement. 


In this Minority Report, the New Democratic Party renews its call for an independent 
public inquiry into the HRDC grants and contributions scandal in order to get to the truth 
regarding allegations of Liberal interference and mismanagement. In addition, we make 
specific recommendations related to government administration and service delivery, 
labour practices and financial management, which we believe are in the best interests of 


the Canadians whom we serve. 
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RECOMMENDATIONS 


4. THE GOVERNMENT MUST INITIATE AN INDEPENDENT PUBLIC INQUIRY 
IMMEDIATELY TO REPORT ON ALLEGED PARTISAN INTERFERENCE IN THE 
AWARDING OF HRDC GRANTS AND CONTRIBUTIONS. 


New Democrats have been calling for an independent public inquiry into the scandal at 
HRDC from day one. We believe that if the Canadian public is ever to really understand 
what has happened at HRDC, it will take an independent public inquiry, with the 
resources and scope, unfettered by the partisan nature of Parliament and capable of 
demanding full disclosure from the government, to succeed in that effort. The Liberal- 
dominated committee has not invoked the scope necessary to address questions and 
allegations that remain unanswered surrounding the Transitional Jobs Fund. These 
questions underscore the need for a full, independent inquiry to determine the extent of 
the partisan nature and use of grants and contributions. 


2. WE CALL ON THE GOVERNMENT TO DISMANTLE HRDC AND TO SET UP AN 
INDEPENDENT REVIEW BODY, COMPRISED OF REPRESENTATIVES FROM 
THE PUBLIC AND PRIVATE SECTORS AND LABOUR, TO PROPOSE SMALLER 
DEPARTMENTAL STRUCTURES, WHICH AT MINIMUM SEPARATE SOCIAL 
AND LABOUR PORTFOLIOS, IN ORDER TO BETTER SERVE THE PUBLIC. 


It’s time to slay the HRDC Goliath. New Democrats support the Committee majority in 
calling for an end to the era of the “super ministry.” It has become clear over past 
months that not only are there serious issues with grants and contributions but the 
contradictory nature of the mandate of the Department itself is a major concern. In 
1993, when HRDC came into existence, it amalgamated under one Minister and one 
Deputy Minister policies and programs in the areas of labour, employment and training, 
and social development, which had previously been the responsibility of five ministers 
and five deputies. HRDC has responsibility for approximately $60 billion in taxpayers 
dollar, an astounding 45% of federal government spending, and it employs 25,000 
public servants. 


Many of the Department's labour and social development programs are at cross- 
purposes and are often contradictory, and in the end Canadians, especially those who 
are disadvantaged because of poverty, low income or disability, suffer the most. Public 
servants that have been willing to come forward have suggested that multiple intents of 
the Department make it difficult to serve Canadians who may not fit the “retraining 
model”. Incentive programs designed to reward regional offices that are successful in 
pushing the most people back into the labour market, do not “reward” those staff or 
offices that assist Canadians who would benefit most from “social” programs rather than 
labour programs. Furthermore, it is our belief that smaller departments would provide a 
better working culture for the people that they employ. 
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3. THE GOVERNMENT MUST REVERSE THE DAMAGE 
OF YEARS OF 
SUCCESSIVE CUTBACKS AND LAYOFFS AND REBUILD AND STRENGTHEN 


THE HUMAN RESOURCES NECESSARY TO DELIV 
SERVICES. ER VALUABLE PUBLIC 


If we want public accountability in program delivery we must ensure that those who 
deliver, monitor and evaluate crucial public programs are provided with the tools 
necessary to get the job done. Years of massive cutbacks in the public service and 
resources stretched to the limit have taken their toll. Since 1995, 5,000 jobs have been 
cut from HRDC. In addition, 2,000 positions were devolved to the provinces. These cuts 
have left the Department with inadequate staffing levels and without the depth of 
experience and knowledge to do the work effectively. Coupled with systematic 
devaluing of public sector work through the government's refusal to address pay equity 
settlements, to wage freezes, to years of program reviews which position public 
servants as the government's scape goats, and the result has been an overall 
weakening of our public sector. 


In testimony before this Committee, we heard first hand from the Canada Employment 
and Immigration Union, that there must be adequate staff and training, a moratorium on 
the “contracting out” of public services, and provisions to allow carryover and 
conversion of program dollars into salary incentives. We support these 
recommendations. 


4. THE GOVERNMENT MUST ENACT WHISTLE-BLOWER LEGISLATION TO 
PROTECT PUBLIC SERVANTS 


The Committee heard testimony that seven in ten HRDC employees believed that there 
would be repercussions if they voiced concerns about ethical breaches at the 
Department. This is unacceptable. , 


5. INCENTIVE PROGRAMS FOR UPPER MANAGEMENT MUST BE HALTED TO 
END THE PRACTICE OF REWARDS AND PROMOTIONS, WHEN IN REALITY 
SENIOR MANAGERS DID NOT FULFIL THEIR DUTIES IN THE PUBLIC 


INTEREST. 


6. WE RECOMMEND THAT THE PRESIDENT OF THE TREASURY BOARD, IN 
CONJUNCTION WITH THE AUDITOR GENERAL OF CANADA, DEVELOP A 
CODE OF CONDUCT FOR DEPARTMENTS THAT AWARD GRANTS AND 
CONTRIBUTIONS. THIS CODE OF CONDUCT SHOULD INCORPORATE 
TRANSPARENCY, DISCLOSURE, FAIRNESS AND STANDARD PRACTICES. 


Federal grants and contributions should adhere to guidelines related to clear rules, 
transparency, and public disclosure. This Code of Conduct should also incorporate a 
clear role for MPs in the approval process of all government grants and contributions, in 
this the NDP supports the general intent of recommendations related to the MPs role in 


the main Committee report. 
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the program that preceded the 


ae ET itional Jobs Fund, 
Eligibility guidelines for the Transition Id be made to fit wherever the 


Canada Jobs Fund, were so malleable that they cou 4 Me 
Liberals seemingly had something to gain. The so-called “pockets rule” in particular 
seems to have contained the most glaring opportunities for political interference. At this 
stage in the process, and as stated earlier in this report, we believe a public inquiry is 
necessary to get to the bottom of that mess. However, lessons have been gleaned from 
the HRDC fiasco that can immediately be applied to the broader government spectrum 
to ensure that these sorts of questions and impropriety are curtailed and that future 
“inquiries” into scandals of this magnitude need not be called. A clear Code of Conduct 


would aid in achieving this goal. 


7. THE TREASURY BOARD MUST HAVE THE LEGISLATIVE AUTHORITY AND 
WILL TO ENFORCE RULES AND TO INVOKE CONSEQUENCES JF 
ESTABLISHED RULES, OR RECOMMENDATIONS OF THE AUDITOR GENERAL, 
ARE IGNORED. 


The Committee learned of numerous internal and external audit reports collecting dust, 
reporting lines that have been circumvented, and recommendations from monitoring 
agencies that have been completely ignored. The Auditor General himself, in his 
testimony before this Committee, said “we have no power to force departments to 
implement our recommendations, nor do we have powers to sanction government 
departments if they don't implement our recommendations.” This lack of accountability 
is unacceptable. Government-wide rules must be put in place to ensure that this sort of 
disregard for important systems of checks and balances will face serious 
consequences. Our democracy depends on a healthy system of monitoring and 
compliance to ensure that the smooth, untarnished business of government is carried 
out in the best interest of the public. Never again, should any government's lack of 
respect for this balance go unsanctioned. 


8. THE GOVERNMENT MUST TAKE IMMEDIATE STEPS TO END OUTDATED 
FINANCIAL MANAGEMENT BY CREATING AN “OFFICE OF THE 
COMPTROLLER GENERAL” TO ENSURE VISION, LEADERSHIP AND CROSS- 
DEPARTMENTAL HARMONIZATION OF SOUND FINANCIAL PRACTICES. 


Since 1993, the Auditor General has released four separate reports expressing strong 
concern with the availability of financial expertise in the Public Service. Massive 
downsizing has dramatically reduced the number of financial managers in the public 
service. Witnesses from the Association of Public Service Financial Administrators 
(APFSA) suggested the following measures to redress this situation: (1) immediate 
action to address issues of attrition, recruitment and retention of financial managers; 
(2) greater integration of financial managers into the governments operations and 
program delivery; (3) creation of the Office of Comptroller General, separate and distinct 
from the Office of the Secretary of the Treasury Board to ensure vision leadership and 
cross-departmental harmonization of sound financial practices. We support these 
recommendations. 


50 


Dissenting Report 
Progressive Conservative Party of Canada 
Jean F. Dubé, M.P., Madawaska—Restigouche 
PC HRDC Critic 
May 31, 2000 


Introduction 


The Progressive Conservative Party of Canada wishes to present a dissenting report on 
the study of Human Resources Development Canada grants and contributions 
programs by the Standing Committee of Human Resources Development and the 
Status of Persons With Disabilities. 


The Progressive Conservative Party of Canada supports in principle the existence of 
grants and contributions programs such as the ones offered by Human Resources 
Development Canada. These programs are designed to help Canadians who need 
assistance from the government. However, the PC Party of Canada cannot support 
such programs if Canadians are not 100% sure that the monies involved are invested 
wisely. 


Evidence 


This Party agrees wholeheartedly with the Information Commissioner, Mr. John Reid, 
who said when appearing before the Standing Committee of Human Resources 
Development on March 28, 2000; “...governments have no money of their own, they are 
trustees for our money and trustees for the various programs and activities they 
undertake on our behalf and for us.” Mr. Reid also said when testifying for the 
Committee that the “question of record-keeping shortcomings throughout the 
government is not a new problem.” The PC Party finds this comment from the 


Information Commissioner very disturbing. 


The PC Party of Canada is also greatly concerned with the comments made by 
Mr. Denis Desautels. The Auditor General said when he testified for the Committee on 
March 23, 2000: “In 1998-99, discretionary programs accounted for an expenditure of 
approximately $17 billion across government and 17% of that by HRDC. | cannot help 
but express frustration with the way the government manages grants and contributions 
in general.” It means that other departments and governmental agencies may also be in 
disarray when it comes to manage grants and contributions programs. 
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heir union representatives, who appeared before 
cerned by the audit’s findings. They believe the 
root of the problem is the 5,000 jobs cut within the Department itself which overloaded 
the remaining workers. According to the Association of Public Service Financial 
Administrators, they also believe that “these administrative problems are the result of 
antiquated financial practices and significant cuts resulting from progam review. They 
added that the presence of unqualified individuals in financial positions was diluting the 
quality of financial expertise. 


HRDC’s own employees, according to t 
the Committee on April 6, are very con 


From what the Committee has been told by the Auditor General and the Information 
Commissioner, Canadians cannot rely on the government's ability to administer their 
money. Record-keeping is in a state of disarray. We have heard contradictory evidence 
from witnesses at Committee. There is a huge difference of opinion regarding the © 
causes of the management fiasco at HRDC. While the higher hierarchy denies any 
political interference in the approval process of grants and contributions, the men and 
women in the front line of services are saying the opposite. Union representatives 
blame the 5,000 jobs cut at HRDC for the management problems. Mr. Cres Pascucci, 
National President of the Canada Employment and Immigration Union, who represents 
public servants working at HRDC Department, when questioned by the PC sitting 
member, advised the Committee that he was told by employees that they received 
verbal orders to do illegal things, such as tampering with government documents. 


When we know that the audit entitled Program Integrity: Grants and Contributions was 
completed well before the Minister made it public, Parlementarians and Canadians alike 
are concerned. The fact that the Department had prepared for its publication as early as 
August 1999 is no less disturbing. 


The PC Party of Canada states that Canadians need to be reassured of their 
government's willingness to find solutions to the management problems found at HRDC 
with the internal audit conducted in 1999. The Committee has heard many witnesses, 
but unfortunately, we as a party, feel that the present government is not ready to get to 
the bottom of this huge mismanagement fiasco. 


The PC Party of Canada is not reassured by the government six-poi i 

-point plan in order to 
fix the problem at HRDC Department. Employees from this Department have stated 
before Committee that this so called “six-point plan” would not bring a complete remedy 


to the huge management fiasco deterred by the internal audit compl 
Resources Development Canada in 1999. pleted by the Human 
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Recommendation 


The Progressive Conservative Party of Canada therefore believes that a full, 
independent and public Inquiry is in order. We believe it’s the best way to restore 
Canadian’s confidence in their government's ability to manage their tax dollars. 


A complete study of this nature is needed in view of the present crisis at HRDC. 
Canadians deserve answers to their numerous unanswered questions. 
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MINUTES OF PROCEEDINGS 


Tuesday, May 30, 2000 
(Meeting No. 36) 


The Standing Committee on Human Resources Development and the Status of Persons 
with Disabilities met in camera at 3:43 p.m. this day, in Room 536, Wellington Building, 
the Chair, Peter Adams, presiding. 


Members of the Committee present: Peter Adams, Bonnie Brown, Paul Créte, Libby 
Davies, Jean Dubé, Christiane Gagnon, John Godfrey, Judi Longfield, Rey Pagtakhan, 
Andy Scott, Judy Sgro, Maurice Vellacott and Bryon Wilfert. 


In attendance: From the Library of Parliament: Kevin Kerr, Julie Mackenzie and Bill 
Young, Research Officers. 


The Committee resumed consideration of its draft report to the House. 
At 4:08 p.m., the Vice-Chair, Bryon Wilfert assumed the Chair. 


It was agreed, — That the Final report (as amended) on HRDC Grants and 
contributions be adopted as the Third Report of the Standing Committee on Human 
Resources Development and the Status of Persons with Disabilities. 


It was agreed, — That the Clerk be authorized to make such editorial and typographical 
changes as necessary without changing the substance of the Report. 


It was agreed, — That the Chair be authorized to table the Report in the House. 


It was agreed, — That the Committee print 550 copies of its Report in a tumble bilingual 
format. 


It was agreed, — That, the Committee request that the Government table a 
comprehensive response to this report by September 20, 2000. 
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It was agreed, — That pursuant to Standing Order 108(1)(a), the Committee authorize 
the printing of the dissenting opinion of the Canadian Alliance, the Bloc Quebecois, the 
Progressive Conservative Party and the NDP as an appendix to this report immediately 
after the signature of the Chair; that the dissenting opinion(s) be limited to not more than 
five pages; (font = 12; line spacing = 1.5) and that the dissenting opinion(s) be delivered 
in both official languages to the Clerk of the Committee not later than Wednesday, May 
31 at 4:00 p.m. 


At 5:20 p.m., the Committee adjourned to the call of the Chair. 


Danielle Belisle 
Clerk of the Committee 
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